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(10) CAPITAL 

The capital payment is a reimbursement to in-state hospitals forcapital costs associated with 
the delivery of services to Title XIX, non-Medicare persons.The Office of Medical 
Assistance Programs uses the Medicare definition and calculationof capital costs. These 
costs are taken from the Hospital Statementof Reimbursable Cost(Medicare Report). 

Capital cost per discharge is calculated as follows: 

a. 	 The capital costs proportional to the number of Title XIX non-Medicare 
discharges during the period from July1, 1986 throughJune 30, 1987 is divided 
by the number of Title XIX non-Medicaredischarges. This results in the Title 
XIX Capital Cost per discharge. The Title XIXCapital Cost per discharge for 
each hospital above the 50th percentile willbe set at the 50th percentile for 
Oregon hospitals receiving DRG Reimbursement. 

b. 	 The Title XIX Capital Cost per discharge for this period is inflated forward to 
Oregon FY 1992, usingthe compounded CMS DRImarket basket adjustment. 

Capital Payment Per Discharge 

The number of Title XIX discharges paid duringthe quarter for eachhospital 
is multiplied bythe Title XIX cost per discharge from 1987trended forward 
as described above. This determines the current quarter's capital costs. 
Reimbursement is made at 85% of this amount. Payment is made within 
thirty days of the end of the quarter. 

The capital payment per discharge willbe adjusted usingthe same inflation 
factor described in subparagraph 5.A.(6)f. 

(1 1)DIRECT MEDICAL EDUCATION 

The direct medical educationpayment is a reimbursementto in-state hospitals for 
direct medical education costs associated withthe delivery of services to Title XIX 
eligible persons. The Office of Medical AssistancePrograms uses the Medicare 
definition and calculation of direct medical educationcosts. These costs are taken from 
the Hospital Statement of Reimbursable Cost (MedicareReport). 

Direct Medical Education costper discharge is calculated as follows: 

The direct medical education cost proportionalto the number of Title 
XIX non-Medicare discharges duringthe period fromJuly 1, 1986 
through June30, 1987 is divided bythe number of Title XIX non-
Medicare discharges. This is the Title xD<Direct Medical Education 
Cost per discharge. 
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The Title XIX Direct Medical Educationcost per discharge for this 
period is inflated forward to January1,1992, using the compounded 
CMS DRI market basket adjustment. 

Direct Medical Education PaymentPer Discharge 

The number ofTitle XIX non-Medicaredischarges fiom each hospital 
for the quarterly period is multiplied by the inflated Title XIX cost per 
discharge. This determines the current quarter's DirectMedical 
Education costs. This amount is then multipliedby 85%. Payment is 
made within thirty daysof the end of the quarter. 

The Direct Medical Education PaymentPer Discharge will be adjusted 
using the same inflation factor describedin subparagraph 5.A.(6)f. 

(12) INDIRECTMEDICAL EDUCATION 

The indirect medical education paymentis a reimbursementmade to in-state 
hospitals for indirect medical educationcosts associated withthe delivery of 
services to Title XIX non-Medicareclients. 

Indirect medical educationcosts are those indirect costs identifiedby 
Medicare as resulting from the effect of teaching activityon operating costs. 

Indirect medical education paymentsare made to in-state hospitals 
determined by Medicare tobe eligible forsuch payments. The indirect 
medical education factor in use by Medicarefor each of these eligible 
hospitals at the beginning of the State's fiscalyear is the Office of Medical 
Assistance Program's indirect medical education factor.This factor is used 
for the entire Oregon fiscal year. 

The calculation for the Indirect Medical EducationFactor is as follows: 

Total relative weights fiom claims paid duringthe quarter 
Medical FactorX Indirect Education 

- Medical Payment- Indirect Education 

This determines the current quarter's Indirect Medical Educationpayment. 
Indirect medical education paymentsare made quarterly toeach eligible 
hospital. Payment for indirect medical educationcosts will be made within 
thirty days of the end of the quarter. 
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12(A) Graduate Medical Education Reimbursement forPublic Teaching Hospitals 

The Graduate Medical Education (GME) paymentis reimbursement toan institution for 
the costs of an approved medical training program.The State makes GMEpayments to 
non-Type A andB inpatient acute hospitals basedon the number of fee-for-service 
hospital inpatient discharges as provided in (11) Direct Medical Education and (12) 
Indirect Medical Education. Funding for GMEis not includedin the “capitationrates” 
paid to managedcare plans under the Oregon HealthPlan resulting in hospitals with 
medical teaching programs not beingable to capture GMEcosts when contracting with 
managed care plans. Since a significant portionof Medicaid payments for acute 
inpatient hospital discharges are made through managedcare plans, an additional 
payment for GME is necessary to ensurethe integrity andquality of medical training 
programs. 

The additional GME payment is a reimbursement to any in-statepublic acute care 
hospital providing a major teaching program, definedas a hospital with more than 200 
residents or interns. This reimbursement is in addition to that provided under 1) 
Direct Medical Educationor (12) Indirect Medical Education. 

For each qualifying public hospital,the payment amountis initially determined based 
on hospital specific costs for medical educationas reported in the Medicare Cost 
Report. for the most recent completed reporting year(base year). Total Direct Medical 
Education (DME) costs consist of the costs for medical residency andthe paramedical 
education programs. Title XIX DME costs are determined basedon the ratio of Title 
XIX days to total days appliedto the total DMEcosts. 

Indirect Medical Education(ME) costs are derivedby first computing the percent of 
IME to total Medicare inpatient payments. This is performed by dividing the IME 
Adjustment reported inthe Medicare Cost Report bythe sum of this amount and 
Medicare payments forDRG amount - other thanoutlier payments, inpatient program 
capital, and organ acquisition. The resulting percentis then appliedto net allowable 
costs (total allowable costs less Total DME costs, computed as discussed in the 
previous paragraph). Title XIX IME costs are then determined based uponthe ratio of 
Title XIX days to total days. 

The additional GME paymentis calculated as follows: 

Total Title XIX GMEis the sum of Title XIX IME and DMEcosts. Payments for 
Title XIX fee-for-service IME and DMEare then subtractedfi-om the Total Title XIX 
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GME leaving the net unreimbursed Title XIX GME costs for the base year. The net 
unreimbursed Title XIX GME costs for the base year is then multiplied by CMS PPS 
Hospital Index. The additional GME payment is rebased yearly. 

. . .The additional GME reimbursement is madequarterly . P 
r 

Total payments including the additional GME payments will not exceed that 
determined by using Medicare reimbursement principles. The Medicare upper limit 
will be determined from the most recent Medicare Cost Report and will be 
performed I t 

. in accordancewith 42 CFR 4 4 7 . 2 7 2 m .  The upper limit 
p e r f o r m e d  before theadditional GME payment is made. (? +3c ) 

(13) DISPROPORTIONATESHARE 

The disproportionateshare hospital (DSH) paymentis an additional reimbursement 
made to hospitals which serve a disproportionatenumber of low-income patients with 
special needs. 

A hospital’seligibility for DSH payments is determined atthe beginning of each 
State fiscal year. Hospitals which are not eligibleunder Criteria 1may apply for 
eligibility at any time during the year underCriteria 2. A hospital may be determined 
eligible under Criteria 2 only after being determined ineligible under Criteria 1.  
Eligibility under Criteria 2 is effective from thebeginning of the quarter in which 
eligibility is approved. Out-of-state hospitals are eligible for DSH payments if they 
have been designated by their state Title XIX Medicaidprogram as eligible for DSH 
payments within that state. 

a. 	 Criteria 1: The ratio of total paid Medicaid inpatient (Title XIX, non-
Medicare) days to total inpatient days is one or more standard 
deviations above the mean for all Oregonhospitals. 

Information ontotal inpatient days is taken fromthe most recent 
Medicare Cost Report. 
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